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CENTRALIZATION OF DISBURSEMENTS FOR TRUST FUNDS
@R NG EXPLANATION OF PAYMENT PROCESSING

PROJECT DEFINITION STATEMENT

MANAGEMENT OVERVIEW

The Bureau of Indian Affairs (RTA), throusgh Lhe Office of Trust
Funds Manasgement (OTFM), has full fiducliary regpongsibility for
disbursement and accounting control of all monies held 1in
Individual and Tribal trust. This 1s a visible and sensitive
vesponsibilily requiring a hisgh level of  responsiveness and
quality service to the client. OIFM also hag responoiblility and
accountability as  the Indian  3Service Speclilal Pisbursing Agent
(I3=DA). Because of these responsibilities nreater levels of
accountling information and dala control are required than are
avallable through current diszbursement methods.

Numerous deflciencies in the current processes of trust fund
disbursement have been 1dentified by the OITFM and by indevendent

contract auditors. Recommended improvements  in check processing
timeliness and control of accounting practices are beinz
mplemented. One major foature of this overall improvemenht will

be the removal of financial  authority for check processing and
aceounting of check distribution activity from the United States
Treasury offlice in  San Francisco, (California. This authority
will bLe awarded to 4 centlrally located financial institutlion with
the experience and technical capability Lo assume this funclion
and to provide Lhe improvements in information processing that
are required.

Additionally, inconsistent or inadequate Explanation of Payments
Jdocumentation is currently sent with disbursements which are

mailed to payment recipients. Clienls receiving payments are
experiencing dJdifficulty in understanding and reconciling payment
information. A standard method and format for reporting this

information is needed, with a detalled Explanation of Payments
statement accompanying each check mailed.

The Centralization of Disbursements for TIrust Funds and
Explanation of Payment Proucessing project has been initiated to
address these deflicliencles. Representatives froum the OTFM and
from all Area Director offices will take part in the definition
and development of improved processes, controls and systems to
better secrve the client.
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.BNQ.EXPLANATION OF PAYMENT PROCESSING

PROJECT DEFINLITION STATEMENT

HISTORICAL BACKGROUND

Special Disbursing Rgent (ISSDA)

19306

Current Activity

A.

ISSDA / Treasury Check usage - Bureau wide
- 19%0: 475,651
600,000

TOTAL 1,075,651

1. I330DA Check Usage
2. Treasury RFC Check Usage:

Treasury Processing

.

1SSDN\ Check Reporting
Reports (8 - 10 Daily)

1. Daily Disbursement R
2. ISSDA Check Reporting Procedure in Alhuquerque

SF-1166 Reporting Drocess

Returned / Lost Treasury Check Process

IMC / NTSC Processing (Current)

Explanation of Dayments

a.
B.

-

.

{FOP)

Navajo Area
Anadarko
Other AreAas
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CENTRALIZATION OF DISBURSEMENTS FOR TRUST FUNDS
‘QELEXPLANATIDN OF PAYMENT PROCESSING

PROJECT DEFINLTION STATEMENT

The: Ascistant Secretary of *he Interior, Dr. Eddie
Brown, decided 1in Februaary, 1991, that it was
imperative that the inherent problems with the current
process be resolved. Dr. Brown agreed that the most

afficient way to do so would be to contract with 2
private sector financial institution to replace and
enliance the functious of centrzlized check processing
and distiribution which are curreutly pertormed by the
United States Treasury, Regilional Finance Centexr (RFC),
in San Francisco, California. This decision has been
strongly supported by the Commissioner of Indian
MAffairs and by the Acting Director of the Office of
Trusi TFunds Management.

General Business Joint Recuirements Planning and
definition meeting was conducted with Albuguerque OTTM,
FTebruary 12 - 13, 1991 and representaktives from all
Areas.

Follow-up requirements dofinition with representatives
from Lhe previous session, Ad Hoc Committee members,
and legal counsel from the Sollcitor General's office
March 12 - 14, 1991.
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PROJECT DEFINITION STATEMENT

PROBLEM DEFINITION

The major problems with the current check Jdisbursement proceos
are: Lack of manasgsement reporting and acceecunting control
procedures; Timeliness of processing through cumbersome
authorization and approval steps; audit weaknesses as identified
by independent contractors; Lack of detailed explanation of
payment data for check recipients. These defliciencies contribute
to the following account manasemenl problems:

) Uncashed, uncleared checks are often outstanding up to
ninety (90) days from issue. The OTFM and Arca offices
have no autoumated data access mechanism for monitoring
or reporting status of these checks. What is needed is
an online access 1o check number data that will
indicate current status and date check 15 Jdeposited or

cleared.

W2 OTKM iz unable to deiermine which checks have been
issued by thce RFC, the Jdates that they were Issued, or
what the assoclated check numbers are. L3 makes
tracing of outstanding check status very tcult and

time consuming.

18] The inadequacy o¢f management reports of account
activity and check statusz, as well as no online ingquiry
access, contribute to a lack of internal controls and
audits. Many of these Jdeficiencies have been
identified by independent auditors and solutions nced
to be implemented.

All of these problems have been addressed to the systems
development staff of the U.S. Treasury R¥FC for resolution, but
they have indicated that they lack the resources and Jdevelopment
Lime necessary to accomplish the needed changes.

These problems are further compounded by the following:
O Systems and processes have been developed with no
clearly Jdefined requirements and are therefore

inconsistent between the OVFM and each Area vffice
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Documentation is inadequate
and processes Al
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or incomplete foyr systems
d therctore consistent procedures Aand

rechniques are not practiced
ITnconsistenc in procedures and standards at each
Information Management Ceunter (IMC) and Area Llocation

of computer hardware and

~onfigurations
hasic payment

Irnconsistent
anonsistencies in

software nAuse
processing and reporting functions

A lack of jraining ot individuals responsibility for
+he processes and =2 general lack of accounting
assigned

exportise by the persons

Outetanding Cheak processing and

exist in
+the United States Treasiury

Weaknesses

Reporting procedares {rom
Office which currently processes payment.s making
auditing and verification difficult

and

NumeTos problems exist with +he current processes
systems which perform the disbursement functions:

Scheduling spefficiencies within the iMC's which
~ause data and Tteporting to be processed later

than needed by the Drea offices
¢

A

b. "pigid", outdated procedures causing delavs,
missed schedules and obsolete information

and procedures at the

a. A lack of control of data
local level

d. Centralized control of policy definition and
process activity causing ineffoctive response to
client Jemands

e, Dependency on central computing causing
unnecessary delays due to hardware down time and
undisciplined operations scheduling
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PROJECT DEFINITION STATEMENT

PROJECT GOALS AND OBJECTIVES

The rprimary objective of this projeact is to define, design and
develop effective and efficient processes and systems tor the
timely disbursement and accounting of funds held in trust by the
OTFM. The secondavry objisctive 18 to yemove processing of funds
Jisbursement from the United Siates Treasury Office to a suitable
kbanking institution which can meet all  of  the xreguirements
defined for this procecss.
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The goals Lo accomplish these onjecti

L. Consolidate and implement  standard procedares and
> rontrols at the OTTM and Area oflfices.
2. Review of existing pelicies and practices to verify

validity to current needs

3. Design processes and schedules that provide necessary
information aad oubtput decumenkts on a  timely and

efficient hasis

4, Incorporate the recommendalions of independent auditing
organizations to assure compliance with findings

5. Maintain local conirel of account information while
building in generally accepted accounting controls and
auditing techniques

6. Maximize the cash return on invesktments and interest
float through efficienl management of cash transier
activities

7. Implement Automated Clesaring House (ACH) electrontc
funds transfer processing from the United Stales

Treasury to the selecled [inancial institution to make
cash available in the most efflicient and timely manner

3. Develop and implement improved management reporting and
historical records access for effective account
management and audit control

PACGE 7
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CENTRALIZATION OF DISBURSEMENTS FOR TRUST FUNDS
NQLEXPLANATION OF PAYMENT PROCESSING

PROJECT DEFINITION STATEMENT

Produce complete, detailed documentation off all
processes, procedures, policies and operational
requirements and implement a dommentation change
management process to keep information current

Develop detailed training programs on  processes and
procedures for truast tund disbursements and conduct
comprehensive training for responsible individuals ati
all Areas and Agencies as appropriate

Conduct educalion programs with account owners at the
+ribal and individual levels to give a detailed
understanding of explanation of payment and other
account information

Involve tribal leaders in the implementation of new

processes and outputs to assure understanding and
support of the project goals and objectives
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@lNQ EXPLANATION OF PAYMENT PROCESSING

PROJECT DEFINITION STATEMENT

SCOPE OF PROJECT

This project is intended to address the Problems defined and the
Goals and Objectives identified in the above sectlons. The
project will identify the detailed requirements for effective and
efficient disbursement of Tribal account, Tribal per capita and
Individual Indian funds through a selected banking institution.
The requirements will incorporate the needs and responsibilities
of OTFM, all Areas and assoclated Agencies which Thave
disbursement request and check writing reosponsibilities.

The scope will include: processes beginning with receipt of
requests [or payment; verifying Lthe validity and availability of
disbursement fund accounts; preparing necessary documents and
forms; vrouting information to and from the selected banking
institution; check proucessing, explanation of payment production
and check register verification; distribution of printed checks
witli EOP information; monthly seneration and distribution of
Individual Indian accounlt statements; and verification of
management reporting from the banking institution for account
balancing.

Also included will be: automatcd gencration and distribution of
A1l coded account payments; monthly management reporting of
account activity:; "Stop Payment" processing of invalidated
checks; rccovery of fraudulent or invalid payments; and
retention, access and audil of financial transaction records.

Functions and activities excluded from this project are: direct
electronic transfer of funds to individual accounts where no
checks are generated; generation and mailing of monthly account
statements where the account balance is zero (3 0.00).
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PROJECT DEFINITION STATEMENT

PROJECT DELIVERABLES

4.

10.

11.

12.

13.

1&4.

CHECKS - in ISSDA and RFC format (Appendix X)

EXPLANATION OF PAYMENT STRTEMENYT - in 0il and Cas
formal (Appendix X) and OTHER format (Appendix X)
produced at time check is generated and included with
mailing

CHECK REGISTER - (Appendix X)
DAILY DISBURSEMENT REPORT - (Appendix  X)
DALLY ACCOUNTING REPORTS - (Appendix X)

MONTHLY INDIVIDUAL [NDIAN MONIES STATEMENT -
{Appendix X)

INTEGRATED RESOURCE MANAGCEMENT SYSTEM REPORTS -
(Appendix X)

BUREAU OF MINES/BUREAU OF RECLAMATION FICHE REPORTS -
(Appendix  X)

"COALS" SYSTEM DATA FORMATS AND SCREENS - (Appendix X)
(Appendix X)

ELECTRONIC INTERFACE - from OTFM and each Area office
directly to financial institution data for routing of
request data and for inquiry of check information and
for return transmission of reports and information.

DOCUMENTATION - of all policies, processes, procedures,
inputs and outputs, and system user guides.

TRAINING - on all processes, procedures, and system
usage.

HARDWARE AND SOYTWARE SYSTEMS - to interface with
IMC's, the financial institution and Central Office.
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@ANDs EXPLANATION OF PAYMENT DPROCESSING

PROJECT DEFINTITION STATEMENT

PROJECT DEPENDENCIES

A. Any new system selected must be able to replace all
- existing functions and outputs related to check
g productlion and distribution.
r -
< B. Any new system selected musl be able Lo replace all
- exlsting functions and outputs of 1he Bureau of
- Mines/Bureau of Reclamation "GOALS" system.
. Computer systems, networks and Software must be

installed at all Area offices with capabilities for
electronic acceess to financial institution systems.

Lo
TN ‘ll“' )t

D. Financial institution selected must be able to manage
and dstribute interest float in an efficient manner to
maximize incoume poltential.
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